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fhlL ^SIO 

KWADUKUZA MUIMICIPALITY 


FINANCE BUSINESS UNIT 
File Ref. Draft Budget 2019/2020 

COUNCIL ; ZtO 


SUBJECT: NOTING OF THE DRAFT BUDGET- 2019/2020 MTREF FOR PUBLIC PARTICIPATION 

PURPOSE: 

To table; for formal consideration by Council the Draft Medium Term Revenue and 
Expenditure Framework (MTREF) for 2019/2020 financial year as well as the Indicative budget 
for 2020/2021 and 2021/2022 financial years in terms of Chapter 4 , Section 16 of the 
Municipal Finance Management Act; no 56 of 2003. 

ATTACHMENTS: 

• Draft Operational and Capital Budget for the 2019/2020 MTREF 
MAIN SUBMISSION: 

In terms of Chapter 4, section 16 of the Municipal Finance Management Act, no 56 of 2003, 
the Operational and Capital Budgets for the 2019/2020flnanciai year and the subsequent two 
years are presented for the Council's consideration. 

The submitted item will address the following salient matters contained within the attached 
budget submission: 

• Operational Budget 

• Capital Budget 

• Amendments to the IDP 

• RatingStructures 

• Tariff Of Charges 

• Proposed Tariff Structure 

• Budget Related Policies 

• Measurable Performance Indicators For Revenue 

• Consultations 

• Budget Recommendations/Resolutions 
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CAPITAL BUDGET 


• The detailed draft capital budget amounts to R 377 566 092 for the 2019/2020 financial 
year. 


• The table below is indicative of the capital spending per Directorate as per the different 
funding sources:- 


SUMMARYCAPITAL BUDGET2019/2020 

BU3NESS UNIT 

APPROVED 

aUOGET 

GRAKTS 

PUBLIC 

CONTRIBUTICMS 

COUNCIL 
FUNDING . 

LOAN FUNDING 

OFFICE -mE MUNCPAL MANAGER 

- 


- 

- 

- 

CC^PORATE SERVICES 

1,600.000 

- 

- 

1,800.000 

- 

FNANCE 

4,060.000 

- 

- 


- 

EOF 

710.000 

- 

- 

■■BBl 

, 

COMMUNITY SERVICES & PUBLIC AMENITIES 

68.283.176 

-- 

3.020,206 

65,262,870 

- 

COMMUNITY SAFETY 

5,400.000 

- 


5400.000 

- 

CIVIL ENGINEERING &HUMAN SETTLEMENTS 

147.092.772 

51.97W92 

4.871.080 

80.250.000 

- 

ELECTRICAL ENGINEERNG 

150,230.144 

21,000,000 

5.000.000 

64,230,144 

60800800 

VQUTH DEVELOPMENT 

• 

• 


- 

- 

TOTAL 

377.Se<M2 

72,97«92 

i2.e»i.2e6 

231,703,114 

60800800 


• The capital budget relates to projects for which the Council will be securing the 
available funding sources either through borrowings, internal capital funds, grants or 
other sources. 

• Capital expenditure funded by means of a grant can only commence If written or 
gazetted allocations are In place. 

• Capital expenditure which is not funded via DORA or Provincial Gazetted allocations 
can only commence If funds are received. 

• There have been numerous requests for additional capital considerations, these will 
be further deliberated upon via the consultation process. Included in the budget 
under the Finance Business Unit is various project related to Youth Development. 
These will be further unpacked and separately reflected for purposes of the final 
budget. 
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Exemptions, rebates and reductions 


That in terms of qualifying criteria set out in the rates policy of the Council, the 2019/20 
rates be subject to the following exemptions, rebates and reductions: 


• A general rebate, applicable in the 2019/20finandal year only, in respect of all 
categories of properties, excluding properties In receipt of developers' rebates: 6% 

The following shall apply after deduction of the general rebate; 

• Pensioners and Disability Grantees rebates: 

Applicants under the age of 65 years - 25% 

Applicants between 65 and 75 years - 30% 

Applicants older than 75 years - 35% 


• Agricultural properties: 50% 

• Rebate: child headed households: 100% 


• Excluded Services Rebate; 15% 

• Places of worship: 100% 

• Public benefit organizations: 100% 

• Land reform beneficiaries: 100% 

• State land: 100% 

• Commercial Developers incentives: 


100% rebate - 

Year 1 

90% rebate 

Year 2 

80% rebate 

Year 3 

70% rebate 

Year 4 

60% rebate 

Years 

No Incentive - 

From year 6 onwards 
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• Annual payment of rates: That the final date for the payment of annual rates be 
fixed at 30 September 2019. interest and administration charges will be raised in 
terms of Councirs Credit Control & Debt Collection Policy and Tariff of Charges. Any 
capital rates outstanding as at 29 November 2019 will be subject to an 
administration charge of 10% as stipulated In Council's Credit Control Policy and 
Tariff of Charges. 

• Monthly rates payments: That rates may be paid in 11 (eleven) equal instalments with 
the first instalment payable on or before the last municipal working day of August 
2019. Thereafter each monthly instalment must be paid on or before the last working 
day of each month and provided that interest will accrue at 15.5% per annum in terms 
of Council's Credit Control & Debt Collection Policy and Tariff of Charges if an 
instalment is not paid by the last working day of the month, Any capital rates 
outstanding as at 30 June 2020 will be subject to an administration charge of 10% as 
stipulated in Council's Credit Control & Debt Collection Policy and Tariff of Charges, 

• Council will by special arrangement with individual property owners agree that rates 
be paid annually. Application to pay rates on an annual basis must be completed by 
15 July 2019. 


Tariff of charges 

• That the Council approve and adopt the amendments to its Tariff of Charges (noting 
that the electricity tariffs are pending approval by NERSA) as depicted on the 
schedules annexed hereto, and that these tariffs come Into operation on 1 July 2019, 

• That Council note that all tarlfft listed in the Tariff of Charges will be subject to the 
payment of value added tax, except for fines, refundable deposits, and interest 
charges, and where specifically indicated as inclusive of value added tax. 


Proposed tariff structure 

It is proposed that Council's tariff of charges be increased as follows and be advertised to the 
general public for implementation with effect from lJuly 2019: 

• Refuse Removal charges - various as per tariff of charge with a maximum of 6% 

• Electricity charges - various as per tariff of charge 

• Miscellaneous tariffs ■ various (see tariff of chaises document) 


TARIFF OF CHARGES 
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o 2.240 cents in the Rand on the market value in respect of guesthouses of more than 6 
rooms. 

o An additional 0.36 cents in the Rand on the market value in respect of commercial 
properties situated vt/ithin the Spedai Rating Area as designated by Council 

o That in respect of improved residential properties, in addition to the statutory reduction 
of R15 000, a further reduction of RSSOOOis approved for property values exceeding 
R130 000. Persons o\wning improved residential property with a rateable value of R130 
000 and below will be not be liable for the payment of rates. 

o That improved residential property with a rateable value of R130 000 and below, owned 
by registered indigent beneficiaries be exempt from the calculation of rates. 

o That the first R50 000 of all vacant residential properties owned by registered indigent 
beneficiaries be exempt from the calculation of rates 

o The first 30% of all Public Service Infrastructure (PSI) properties be exempt from the 
calculation of rates. 


3. EXEMPTIONS. REBATES AND REDUCTIONS 

That in terms of qualifying criteria set out in the rates policy of the Council, the 2019/20 
rates be subject to the following exemptions, rebates and reductions: 

• A general rebate, applicable in the 2019/20 financial year only, in respect of ail 
categories of properties, excluding properties in receipt of developers' rebates: 6% 

The following shall apply after deduction of the general rebate: 

• Pensioners and Disability Grantees rebates: 

■ Applicants under the age of 65 years - 25% 

■ Applicants between 65 and 75 years - 30% 

■ Applicants older than 75 years -35% 
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90% rebate 

Years 

80% rebate 

Year 4 

70% rebate 

Years 

60% rebate 

Year 6 

50% rebate 

Year 7 

No Incentive - 

From year 8 onwards 


Please note general rebate not applicable. 


• 90% rebate in respect of the following PSl properties (phasing out of rates): 

> national, provincial or other public roads on which goods, services or labour 
move across a municipal boundary; 

> water or sewer pipes, ducts or other conduits, dams, water supply reservoirs, 
water treatment plants or water pumps forming part of a water or sewer; an 

> and railway lines forming part of a national railway system. 

4. Date of operation of determination of rates 
That this determination comes into operation on 01 July 2019. 


5. Final date for payment of rates: 

• Annual payment of rates: That the final date for the payment of annual rates be 
fixed at 30 September 2019. Interest and administration charges will be raised In 
terms of Council's Credit Control & Debt Collection Policy and Tariff of Charges. Any 
capital rates outstanding as at 29 November 2019 will be subject to an 
administration charge of 10% as stipulated in Council's Credit Control Policy and 
Tariff of Charges. 


• Monthly rates payments; That rates may be paid in 11 (eleven) equal instalments with 
the first instalment payable on or before the last municipal working day of August 
2019. Thereafter each monthly instalment must be paid on or before the last working 
day of each month and provided that Interest will accrue at 15.5% per annum in terms 
of Council's Credit Control & Debt Collection Policy and Tariff of Charges if an 
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• Tariff Policy 

• Investment & Cash Management Policy 

• Borrowing Framework Policy and Guidelines 

• Supply Chain Management Policy 

• Virement Policy 

• Budget Policy 

• Funding and Reserves Policy 

• Assets Management Policy 

• Long Term Financial Planning Policy 

• Infrastructure, Investments & Capital Projects 
The effective date of all revised polices is the 1** July 2019. 

8. MEASURABLE PERFORMANCE INDICATORS FOR REVENUE 

THAT the following measurable performance indicators for revenue collections be set: 

o Electricity income.minimum collection rate of 90% 

o Property rates income.minimum collection rate of 90% 

o Refuse income. minimum collection rate of 90% 

9. THAT it be noted that property rates are deemed zero rated in the treatment of Value 
Added Tax (VAT). 

10. THAT it be noted that in respect of Capital Expenditure Estimates: 

In those instances where information has been provided in terms of Section 19(2) (b) 
of the Municipal Finance Management Act No. 56 of 2003, the approval of the capital 
budget constitutes project approval for the specific projects as reflected in the 
detailed capital budget. 

Where information in terms of Section 19(2) (b) of the MFMA is not provided, specific 
project approval is to be sought from Council during the course of the year prior to 
any spending taking place on these projects during the year. It be noted that should 
any expenditure be incurred on any of these projects without compliance with Section 
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17. THAT in compliance with relevant sections of the Municipal Finance Management Act, 
Municipal Property Rates Act and the Municipal Systems Act, the budgets, rate and 
tariff determinations is published in the local press. 


Contact Person NJ Mdakane (MM) 

Tel 032-437 5014 

SM R3jcoomar(CFO) 
: 032-4375505 

Author A Nunkumar 

' ; RD Singh 

S Cundasamy 
P Mpofana 


(Director: Budget and Compliance) 
(Director: Revenue) 

(Acting Manager; Budget) 

(Acting Budget Analyst) 



S M Rajcoomar 


Chief Financial Officer 
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3. DRAFT ESTIMATES OF INCOME & EXPENDITURE 

THAT in terms of Section 16(1) and (2) of the Municipal Finance Management Act, 56 of 2003:- 
(ii) The Draft Annual Budget ofthe Munidpality for the Financial year 2019/2020; and 

Indicative allocations for the two projected outer years 2020/2021 and 2021/2022; 
and the multi-year and single year capital appropriations are approved as set-out In 
Sections 1.4, 2.11 and 2.13. 

Budgeted Financial Perfomance (Revenue and Expenditure by Standard Classification) 
- (Table A2) 

Budgeted Financial Perfomance ( Revenue and Expenditure by Municipal Vote) - 
(Table A3} 

Budgeted Financial Perfomance ( revenue by Source and Expenditure by Type) - 
(Table A4] 

Multi-year and single year capital appropriations by municipal vote and standard 
calssification and associated funding by source (Table A5). 

(ii) That the draft flnacial position, cash flow, cash-backed reserve/accumulated surplus, 
asset management and basic service delivery targets are adopted as set out in the 
following tables: 

Budgeted Fiancial Position (Table A6) 

Budgeted Cash Flows (Table A7) 

Asset Management (Table A9) 

Basic Service Delivery Measurements {Table AlO) 


4. DETERMiNATION OF RATES 

In terms of the Draft Rates Policy 2019/20, the Municipality may levy different rates for 
different categories of properties. The rating structure for 2019/20 financial year is proposed 
as follows: 

o 0.800 cents in the Rand on the maiicet value in respect of residential properties 

(including bed and breakfast establishments consisting of three bedrooms or less), and 
property categories not stated hereunder. 
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• Pensioners and Disability Grantees rebates: 

■ Applicants under the age of 65 years - 25% 

■ Appiicants between 65 and 75 years - 30% 

■ Applicants olderthan 75 years -35% 

• Agricultural properties: 50% 

• Rebate: child headed households; 100% 

• Excluded Services Rebate: 15% 

• Places of worship: 100% 

• Public benefit organizations: 100% 

• Land reform beneficiaries: 100% 

• State land: 100% 

• Commercial Developers incentives: 


100% rebate - 

Yearl 

90% rebate 

Year 2 

80% rebate 

Year 3 

70% rebate 

Year 4 

60% rebate - 

Year 5 

No Incentive - 

From year 6 onwards 


Please note general rebate not applicable to commercial developers. 
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administration charge of 10% as stipulated in Council's Credit Control Policy and 
Tariff of Charges. 

• Monthly rates payments: That rates may be paid in 11 (eleven) equal instalments with 
the first instalment payable on or before the last municipal working day of August 
2019, Thereafter each monthly Instalment must be paid on or before the last working 
day of each month and provided that interest will accrue at 15.5% per annum in terms 
of Council's Credit Control & Debt Collection Policy and Tariff of Charges if an 
instalment Is not paid by the last working day of the month. Any capital rates 
outstanding as at 30 June 2020 will be subject to an administration charge of 10% as 
stipulated In Council's Credit Control & Debt Collection Policy and Tariff of Charges. 

• Council will by special arrangement with Individual property owners agree that rates 
be paid annually. Application to pay rates on an annual basis must be completed by 
15 July 2019. 

6, Tariff of charges 

• That the Council approve for consultation the amendments to its Tariff of Charges 
(noting that the electricity tarlfft are pending approval by NERSA) as depicted on the 
schedules annexed hereto, and that these tariffs come into operation on lJuly 2019. 

• That Council note that all tariffs listed In the Tariff of Charges will be subject to the 
payment of value added tax, except for fines, refundable deposits, and interest 
charges, and where specifically Indicated as inclusive of value added tax. 


Proposed tariff structure 

It is proposedthat Council's tariff of charges be increased as follows and be advertised to the 
general public for implementation with effect from 1 July 2019: 

• Refuse Removal charges - various as pertariff of charge with a maximum of 6% 

• Electricity charges - various as per tariff of (diafge 

• Miscellaneous tariffs-various (see tariff of chaises document) 
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10. THAT it be noted that in respect of Capital Expenditure Estimates: 

in those instances where information has been provided in terms of Section 19{2) (b) 
of the Municipal Finance Management Act No. 56 of 2003, the approval of the capital 
budget constitutes project approval for the specific projects as reflected in the 
detailed capital budget. 

Where information in terms of Section 19(2) (b) of the MFMA is not provided, specific 
project approval is to he sou^t from Council during the course of the year prior to 
any spending taking place on these projects during the year. It be noted that should 
any expenditure be incurred on any of these projects without compliance with Section 
19{2) of the MFMA such expenditure may be deemed as irregular or unauthorised. 

11. THAT any savings on the capital budget is to be retained and not transferred to any 
other vote. 

12. THAT for projects which have multiple sources of funding, any savings on the project 
attributable to the outcome of the competitive bidding processes of the council shall 
be apportioned in the following order of priority: 

o Reduction in council contribution towards the project, 
o Reduction of the loan funding portion of the project. 

13. THAT in terms of the priority in the execution of the capital budget, priority should 
first be given to all projects that have been rolled over of which are primarily grant 
funded. Upon completion of all rolled over projects can the Business Units commence 
with their new projects. The cash flow estimates of the municipality should be noted 
in this regard. 

14. In terms of Section 62{l)(a) of the Municipal Finance Management Act Ho. 56 of 2003, 
it be noted that new projects for the 2019/2020 financial year can only proceed once 
full business and operating plans indicating efficient, effective and economical use of 
all assets to be acquired have been tabled and approved before council. 

15. THAT in pursuance of the above and in terms of section 62{1) (c) of the Municipal 
Finance Management Act No. 56 of 2003, the Municipal Manager as well as all 
Executive Directors are to ensure that they develop and maintain efficient, effective 
and transparent systems of financial, risk management and internal control in terms 
of projects within their directorates that have been approved for execution. 

16. THAT it be noted that should any roll-overs of grant funding persist into the 2019/2020 
financial year , the respective Executive Director ensure the necessary detail 
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DRAFT MTREF HIGHLIGHTS 



The MTREF 2019/2020 - 2021/2022 Is covered comprehensively in Tables A1 to AlO and 
Supporting Tables SAl to SA37. 


Consolidated Overview of the 2019/2020 MTREF 


Description 

2019/2020 

'000 

2020/2021 

'000 

2021/2022 

'000 

TOTAL MTREF 

'000 

Total operating revenue 

1836163 

1949 953 

2 064 359 


Total operating expenditure 

1832105 

1945 631 

2 059 754 

5 837 490 



(4 322) 

(4 605) 

(12 985) 

Utilised for capital funding 

67 972 

69 022 

75 388 

212 382 

Net Surplus / Deficit 

72 030 

73 345 

79 993 

225 368 

Total capital expenditure 

R 377,966,092 

R 260,212,496 

R 169,180,374 

R 807,358,962 


Total operating revenue is expected to grow by 16% for the 2019/2020 financial year when 
compared to the 2018/2019 Budget. For the two outer years, operational revenue will increase 
by R113 790 000 and R114 406 000 respectively. 

Operational expenditure has grown to R1 832 105 000 in the 2019/2020 budget. For the 
2020/2021 and 2021/2022 year, operational expenditure will increase by an estimated R113 526 
000 and R114 123 000 for each of the respective outer years of the MTREF. 

The total capital quantum is R 807 358962 over the MTREF. 


DRAFT OPERATING BUDGET; 

1. OPERATING REVENUE FRAMEWORK 

The projected revenue is determined, inter alia, by setting tariffs which are not only 
affordable to the consumers, but also deemed to be fair and realistic. 

The following table is a high-level summary of the 2019/2020 draft Revenue (Classified per 
main revenue source). 
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RevBnue generated from service charges for 2019/2020 financial year amounts to R 933 
Million which indicates 53% of revenue Is generated from service charges revenue, Council 
has embarked on various processes which will enforce better revenue collections on service 
charges viz. 

1. Revenue Enhancement Project 

2. Development of an Energy Losses Task Team which will assist in the reduction of energy 
losses, 

3. A contractor has been appointed for the disconnection/reconnection of electricity 

4. Replacement of maximum demand meters 

• Transfers Recognised 

The following table reflects the transfer recognized - operational revenue:- 


IzMwDto-SyppoilIngTabl^ 

Dsiabiion Rd mvii mm 


CdiwitTearm 


2019120 UediJinTfltnRffatue&Eiipenilllure 
Ftimwili 



W\ 1^,295 


The following table is the summary of other revenue over the MTREF 
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The following table indicative of the 2019/2020 draft operating expenditure by standard 
classification item:- 


DHCripUon 

R«r 

201916 

mm 

JIIMi 


Cim«tyHr20i8ll9 


2010120 MtdlursTarmRavanuo&epandily ft 
Framwik 

RUiounnil 

1 

MM 

0«tcew 

MM 

(MHim 

MM 

(Mcon 

(MHiil 

turn 

fiiidgtt 

WYw 

Foncast 

^’audll 

oulcow 

Butlpiiyiar 

2019)20 

BudgitYiv 

412020121 

Budget Year 
i2 2021)22 

BmeiidiliiieEiiTvDe 

1 

mi 

3K464 

m 


386938 

1636 

3S6936 

454353 

463611 

316384 



19344 


21912 

m 

SI93 

siie 

m 

34543 

3596) 

Sf 

DeU'npknl 

3 

31693 

1933 

13193 

(3329 

6134 

m 

6134 

8663 

9366 

9931 


Q 


6301 

mail 

Mm 

iSOD 

m 


m 

m 

Mm 

tete 



21313 

Si 

SlIS 

m 





m 


D 


5S!61 

9;J2S 

633919 

m 





■g 






38(32 

m 

19139 

19)29 



S344 



^nli 

m 

1S43I 

1»1 






HI 




%% 

- 

3» 



Wjm 

HH 

6544 



i,s 

II8839 

16(331 


m 



BH 


2253) 





9562 

m 




■ 

H 


■ 


1 

1312611 

im 

|]S6H 

\m 

1«555f 

15IS55I 

13i!3» 

— 

1945631 

3 559 )64 


Significant components of the OPERATING BUDGET are as follows: 

• Bulk Purchases amount to approx. R670,7m. This figure takes into consideration the 
Eskom increase in tariffs. Further assumptions are noted In Section 2,5 


• Employee's related cost and council remuneration account for 25% (R454 252 179) of the 
budget {R1823 104 645). 


Other expenditure amounts to R213,6m. 
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Further points to Note;- 
• Prowsion of Free Baste Services 

The municipality has a responsibility in ensuririB that Indigent households are provided with 
the basic municipal services by subsidizing the cost of services payable by indigent consumers. 
Indigent Support is financed from the Equitable Share grant funding. 


CAPITAL EXPENDITURE OF THE MTREF 


The MFMA Local Government Capital Asset Management Guideline 2008 calls for the 
establishment of an Asset Managemnt Committee (AMC). The AMC oversees asset 
management project outcomes; set asset management timetables and approve all asset 
management progress reports. This committee meets on a regular basis. 

The Capital Budget focuses on the IDP objectives and KDM's infrastructure needs. Due to 
limited resources, KDM has to prioritise its spending. 

The major aspects of the capital budget are listed below: 

[. Increased focus on Civil and Electrical Infrastructure, 

II. Increased focus on cemeteries development. 

Asset Management requires Council to allocate 40% of the capital budget to renewable of 
existing assets. Since KwaDukuza Municipality Is still growing/developing, with most of rural 
wards still needs new infrastructure like roads, sport fields, community halls and creches. It is 
because of these reasons that KwaDukuza Municipality only has 28% of the Capital Budget on 
renewal of existing assets, while 72% Is allocated towards new assets. We believe in the long 
run 40% of capital budget will be achieved once the challenge of building new Infrastructure 
to needy communities is addressed in line with IDP priorities. 


The following is indicative of the draft Capital Expenditure per source of funding for 2019/20 


SUI^I'AARYCAPITAL BUDGET2019)21)20 


BUSINESS UNIT 

APPROVEO 

BUDGET 

GRMiTS 

ISMS 

C0UNC6. ' 

. FUNUNG 

LOAN FUNDING 

OFFICE OF THE MUNCPAL MANAGER 

- 

■, ' 


. - 

• 

CORPORATE SERVICES 




1,800,000 


FNANCE 



- 

. 4,050,000 

- 

EDP 

710,000 

• 


710,000 

• 

COMMUNfTYSERVICES & PUBLIC AMENITE8 


- 

, 3j)20.206 

65,262,970 

- 

COMMUNfTY SAFETY 



- 

5,400,000 

- 

CIVIL ENGMEERWG & HUMAN SEHLEMENTS 

147,092,772 



90.250,000 

• 

ELECTRICAL ENGNEERNG 

150,230,144 

21j)00jH)0 

■KSlMlUl 

64,230,144 


YOUTH DEVELOPMENT 

- 

- 



- 

TOTAL 

377^66,092 

72,971^92 



60,000,000 
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ALIGNMENT WITH GOVERNMENT PRIORITIES 



The following priorities have been Incorporated into the MTREF 2019/2020 to 2021/2022; 

• National Priorities 

The President's 2019 State of the Nation Address Indicated that local government has an 
obligation to: 


1. Job Creation 

2. Better Education 

3. Improved Health Services 

4. Rural Development & Land Reform 

5. Spending of public funds wisely and reducing of wasteful expenditure that forms 
part of cost cutting measures 

6. Monitoring of the Back to Basics Local Government Implementation Plan. 

The National Budget Review 2019 state that local government must: 

1. Enforce financial discipline; on budget spending and sound cash management 

2. Ensure enhanced service delivery and communities receive value for money 

3. Provide decent and sustainable Jobs 

4. Ensure further economic growth 

5. Develop infrastructure 

• Provincial Priorities 

The MTREF and IDP are aligned with the KZN Provincial Growth & Development Strategy. 

This strategy Involves: 

1 . Strengthening and building government to facilitate sustainable development, public 
participation in decision making, Implement performance driven transformation and 
co-operative governance 

2. Improve and expand basic service delivery for a better quality of life for all 

3. implement economic programmes to raise investments, increase exports and 
capitalise on provincial resources, strengths and synergies 

4. Create programmes to increase employment opportunities, access to finance, human 
capacity and skills development, that also addresses the challenges of the second 
economy 

5. Reduce poverty and increase vulnerable groups' access to social security nets and 
services 

6. Comprehensively address the spread of HIV/AIDS pandemic and the associated 
economic and social impacts 

7. To manage, preserve and enhance the natural environment and comprehensively 
address an environmental management system for sustainable development. 
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collection processes. Amongst these are the revenue enhancement project, the monitoring 
of the Revenue and Debt Steering Committee, and the replacement of maximum demand 
meters. 

COST CUTTING MECHANISMS 

The municipality has in the prior year Implemented cost cutting and financial austerity 
measures. These principles are aligned to Department of Co-Operative Governance's Back to 
Basics programme, 

This was implemented in the prior year and continues to be embedded in the budget 
principles. 

CASH FLOW MANAGEMENT 

One of the significant funding sources of capital expenditure in the prior years was internal 
reserves. Whilst this allowed accelerated service delivery, the internal cash reserves did not 
have the ability to recover. 

Recognising that this may In the long term impact the financial sustainability of KDM, Council 
has proactively adopted the funding a reserves policy which stipulates the minimum funding 
requirements which Council must strive to achieve in the medium to long term, 

Given that numerous service delivery imperatives remain, a phased In approach will be 
implemented to ensure a balance is achieved between service delivery and financial 
prudence. 

This process has commenced two years ago year with a four year progressive plan to ensure 
capital funding is achieved via operating surpluses so as to decrease our reliance on historic 

reserves. 

This will be closely monitored during the MTREF and adjusted where required. 





























DRAFT BUDGET TABLES 


!n terms of the Municipal Budget and Reporting Regulations, the 10 primary budget tables, 
as attached, reflects the 2019/2020 budget and MTREF to be supported by Council and 
made public for comment. 


Budget Table Synopsis of table 

Table A1 High level summary of the municipality's budget, including 

operating, capital, financial position, cash flow and MFMA funding 
compliance. 


Table A2 


Indicative of the budgeted financial performance with regards to 
revenue and expenditure per standard classification. 


Table A3 


Indicative of the budgeted financial performance with regards to 
revenue and expenditure and operating surplus or deficit per 
municipal vote. 


Table A4 


indicative of the budgeted financial performance with regards to 
revenue by source and expenditure by type. 


Table A5 


Table A6 


Table A7 


Indicative of the municipality's capita! projects in relation to the 
capital expenditure by municipal vote, capital expenditure by 
classification, and funding sources. Also included is information 
pertaining to capital transfers from National and Provincial 
government. KDM has adopted a multi-year capital budget 
appropriation. 

Indicative of the financial position of the municipality, 
indicative of the cash and cash equivalent of the municipality over 


Table AS 


Table A9 


Table AlO 


the draft MTREF. 

Indicative of the Cash Backed Reserves/ Accumulated Surplus. 
Represents an evaluation of the funding levels by forecasting cash 
and investments at year end and reconciling the available funding to 
the liabilities in existence. This is in line with MFMA legislation. 

Represents the municipal capital allocations to the funding of new 
assets and renewal of existing assets. This also includes spending on 
repairs and maintenance. 

Indicative of the service delivery levels. Including backlogs, for each 
of the main services. 
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KZN292 KsvaDukuza - Table A2 Budgeted Financial Performance (revenue and expenditura by fanctlonal elaesffication) 





Revenue-Functional 


Goramancs md admJn/sfret/on 
Exsculivs aid councF 
Finance and ediranlaliayoii 
Intern^ audit 

Gammatilly and public salely 
Communiaand social sewces 
Sp^and recreation 
Publicsafety 
Hou^ 

KeaHi 

f conomic and environmental services 
Planning and development 
Road transport 
Environmental rrotestion 

r/sdlijsswvfcea 
Ene^ eouices 
Watamanagerrent 
Waste water marK^emenl 
Waste inenap ament 

Other _ 

Total Revenus • FuncUonel 


Governance aiNradmtnrsfrerion 
ExeciiUveandcourKlI 
Finance and adminlatiation 
Inlemal audit 

CemnifflNxancI poblk atHff 
Community and eoelal aarvleaa 
Bportand raoraatlon 
Pudilcaafaty 
HoMlng 
Hadlh 

eemomlt end Mvironmenlaf aarWcea 
Planning end devalopmanl 
Road transport 
Enviranmantal protacSon 

T/srflngaarvrcas 
Energy aources 
Water management 
Waste water iranasemenl 
Waste management 

Other _ 

Total Expenitture-Functional _ 

Sumlus/Peficnifortliayear 
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K2N202 KwaDukuza -Table A3 Budgeted Financial Performanca (revenue and «q>enaiure by municipal vote)A 


054 


VolsOeecilptlon 


iRef 20iai6 


Cumntyur2016/19 


R thousand I 


Revenue by Vole 1 

Vole 1 • Ctrief OperaHons Officer Bu^ness Unit 

1.1 - UuiAiipal Manager's OfFi« 

1.2- lntarnal Audit 

1.3- Corinfate Communlcatians 

1.4- IDP 

1.5- PMS 

1.6- fyiblcPerticipalion 

Vote 2 • Cwporate Services Business Unit 
Z1 - Council General Expanses 

2.2 - Human Resouices - Admin 

2.3- AdnilnIsliallon: General 

2.4- lnfDniiaUanTedinolOjy 
Votes-Finance Business Unit 

3.1 -Assessment Rales 

3.2- Budget and Treasury Office 
33 - Supply Chain Management 
Vote4- Economic Development Plinning Buelnese Uni 

4.1 - Museum 

42 • Economic Develop, i Planijng 

43 - Envlroiimanli MansgemenI 
44-Development Conirol 
4fi-T6wi Planning 

46-Bulling Contral 

Vote6-Community Bervicee end Public Amenities But 

6.1- BeaebAmenlilea 

5.2- Ubniy 

5.3- Cemeleiy 

5.4- Admin Genera) 

6.6- f^eend Osrdana 

5.6- ^ilandRecraaOon 

5.7- Dolphin Park 
S.6-Comniunlly Halls 
5.9-Street Sweeping 
510-Refusa Removal 

Vote 6 • Cotnmunlbr Safety Suelneea Unit 
51 • law EnfarcementAdmlnleirailoA 

5.2- Secuniy SetviMS 

6.3- LawEnfoicemenl 
54-RreeniI Emeqency 
64 - Disaster Management 
56-Marine Safety 
ar-VehicleTeslliia 

Licensing 

Vote?-Clvii Engineering and Human Settlement Bucin 

7.1 - Human SetUements 

7.2- Civl Admin 

7.3- CivlBuldinga 

7.4 - Road and Stormwater 

7.5- Staff Housing 

Vote 8 - Electrical EngliKertng Businese Unit 
51 - Stremjghls 
aa-VehldeendPlant-Electilcliy 

8.3 - Me<2iaiiic^ Workshop 
84 - Bsctrldty: Administfaibn 

85- Eleclrloity;Uban South 

86- EtecWc^; Rural North 
ar-EtecWcl^SAPPI 

88 ■ Eleclrlct^ Urban NorVt 

89 - Eleclricl^ Rural South 
816 - Electricity Salaiias DisLAco. 

Vole 9-Youth Development Business Unit 
9.1-Youth Dev^pment 

Total Revenue by Vote 2 


Original I AdJiMted 




5271 

6471 

2,777 

2,777 

597 

597 

2404 

2404 

S2 

292 

44,988 

44,988 

43471 

43,271 

1432 

1432 

65 

85 



2919/20 Medium Teim Revenue S Expenditure 
Framework 

Budget Yeer I Budget Year ♦IjBudget Year *2 
2019120 2020)121 2021/22 



32410 

5,227 

5,227 

1,914,125 


1,039,881 

5,592 

2,519 

631 

824,470 

8,662 


34,184 

5871 

5471 

2,030,976 I 


2,139,748 
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KZN292KwaDuktiza-TableA4Bu(igele{IPinancid Performance (revenua and 

Deicrkkion Rd 201f»i« 2ft1Ni7 »17ns 


I Revenue Bv Source 


Proper^ letes 

Seivice charges - el eclricRy revenue 
Service charges -vralerrevenue 
Service charges -sanilation revenue 
Sento charges - r^e revehue 
Rental of lar^lliea end equiprrvanl 
Interest earned -external Investments 
Merest earned • oulsiarrting dabime 
Dhridands received 
Fines, penalSesand forfeits 
licences anlpennitE 
Agency services 
Tren^re and subsidies 
Other revenue 
&fnE on dwoeal efPPE 


Total Revenue (excluding eepXellrirtflwi and 
echlrlbuliena) 


Employee talabd costs 

Ramuneralion olrxiurttugors 

Debtimpalrmenl 

Deprecialion t asset ImpaIrmsrrI 

Ftnance chergee 

Bulk putdiesM 

OtrarmaterMs 

Cohlraolidiarvices 

TianafeieandirMdiH 

OtwBxpertdllura 

Leas on diseoaelafPPE 


Total Exoerrdllure 


8urplu«l(Dancll) 

Titnalaia and aubildlas • osplial {mona ory 
allNalloiia] (Hadond / Provindai end nsthol) 
transretB ana aunarares • capna (monetary 
allseatons] (NabnilfPiovItKlal Owaimenial 
At Bittlaa, Rtviaholdi, Nonniroft Insdiitlona, Privsla 
Entarprisea, Public Corporal^ Higittr Educational 
ImUUIons) d 

Transfaia and sitrakles - eap)lal(lr>4lvd -al) 
8urpbaf(DaM()afl<rcaplU1 tmtien & 
contnbunons 
Taxalion 

SurpktaADeRdl) atler taxalion 
ACrtbutabla to mkniHles 
SunriusADedcR) attrlbutableM munk^allly 

Share of surplus/ (dalicir of assodela T 


forlhayaar I 


CimeMYear 201 tJtS 
FailYa* 


Bwtael 

FataamJ 

nulcnma 

«I, 2 SI 

451,291 

451,291 

770,4111 

770,410 

779410 

03,607 

63707 

63707 

1,630 

1730 

1730 

30,023 

30725 

30725 

6 AS 0 

6750 

6750 

3 S, 3 » 

38719 

387(9 

205 

205 

205 

M ,430 

10738 

10,498 

164,451 

184,451 

164,451 

30719 

36,719 

38,719 

1 ,( 70 , tia 

177 S 74 I 

1 , 575,146 

30(73 

386,928 

366,928 

23.102 

23,(82 

23,182 

0,134 

8,(34 

8,134 

80000 

(6700 

66,000 

! 23.786 

23,736 

23,786 

623762 

623 , 6(2 

323,862 

19,739 

19,739 

19,739 

109376 

180,378 

180776 

19716 

19716 

19,616 

293730 

33,930 

203,930 


ITgnriMPEElIgmait-glllMCISlWBSSEI 


3766 

3.720 

9018 

8702 

116,961 

16(791 

Mr ,341 

T 17 » 

116,962 

151,(81 

217749 

rwn 

115962 

1 S 8 ,«Of 

217.349 

71.991 
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Framework 
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2019 f 20 aalWI 2 iatB 2 
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OVERVIEW OF THE ANNUAL BUDGET PROCESS 
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BACKGROUND 

KDM is required to follow a strict budget process that enables significant participation by the 
community and all stakeholders. This budget process is governed by the MSA and the MFMA. 

Numerous departmental meetings and workshops were held to ensure that the MTREF is 
more closely aligned to KDM's IDP and its SDBIP. Regular meetings were scheduled involving 
the BSC; the BTO and all business units. 

The DRAFT MTREF will also be submitted to Provincial and National Treasury immediately 
after the approval by the council as required by MFMA. 

• Business Unit Consultation 

The Business Unit's have been advised to account for all operating costs necessary for the life 
of capital projects in compiling their Capital Budget, and, also, all incidental cost savings and 
Increases In revenue. 

Both the Operating and Capital Budgets have been evaluated through a prioritisation 
mechanism to assist in ensuring alignment to KDM's development strategies. 

POLITICAL OVERSIGHT 

Section 53 of the MFMA requires the Mayor to provide genera) political guidance over the 
budget process and the priorities that must guide the preparation of the budget. To assist the 
prioritisation and spending plans of Council, the political component has a duty to oversee 
the budget process. 

The municipal has a functional Budget Steering Committee in place. The BSC monitors 
financial planning and spending plans, and advises Council accordingly. The BSC also 
considers all budget-related policies before these are tabled to Council for approval. 

BUDGET-RELATED POLICIES 

The following budget-related policies were taken into account in developing the MTREF: 

1. Rates Policy 

2 . Credit Control & Debt Management Policy 

3. Indigent Policy 

4. Tariff Policy 

5. Investment & Cash Management Policy 

6. Borrowings Policy 

7. Fixed Asset Management Policy 

8. Funding & Reserves Policy 

9. Budget Policy 
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the financial position is maintained within generally accepted prudential limits and that 
obligations can be met. It also provides the Executive Directors with appropriate levels of 
delegation sufficient to meet their financial management responsibilities. 

It must also be stated that the implementation of mSCOA requires a direct link between the 
IDP and Budget and it is therefore vital that ail stakeholders respect the various timeframes. 
The nature of the process results in subsequent delays should any one of the components be 
delayed. 

In accordance with MFMA Circular 74, the following key deadlines, inter alia, must be 
observed: 


• Schedule of Key Deadlines 


Tabling of draft MTREF to Council 

March 2019 

Submission of the tabled draft MTREF to the NT and relevant PT in 
both print electronic format 

(including Schedule A of the Municipal Budget & Reporting 
Regulations; Tables A1 to AlO; Supporting Tables SAl to SA37) 

April 2019 

Public Hearings 8s Consultations on the Draft MTREF 

April 2019 

Workshops on the Draft MTREF 

April/MaY2019 

Considering for the Approval of the Final MTREF; IDP &SDBIP 

May 2019 

Approval of the Final MTREF; IDP SiSDBIP 

June 2019 

Submission of Approved MTREF to NT/ PT/ COGTA 

(Council places the Approved MTREF on the website) 

June 2019 


These are the key deadlines, as originally approved by the Mayor, taking into account advice 
received from NT. 


















































OVERVIEW OF ALIGNMENT OF ANNUAL BUDGET WITH INTEGRATED DEVELOPMENT PLAN 

The integrated development Plan (IDP) is a strategic document that clearly outlines the 
municipality's development objectives and provides a policy framework that guides 
management in decision making related to budgeting and planning, 

An IDP will assist the municipality as follows:- 

• it is a planning process that involves both the municipality and the public to achieve 
long term development. 

• It assists in the co-ordination of the work of the local government and other spheres 
of government to improve the quality of life. 

• It considers the existing conditions and problems and resources available for 
development. 

• It considers the economic and social development needs of the municipal area, 

• It sets a framework for land use, infrastructure, services and protection of the 
environment. 


Below is a tabular representation of the IDP strategic objectives:- 


• Supporting lableSAS Reconciliation of IDP 
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MEASURABLE PERFORMANCE OBJECTIVES AND INDICATORS 


A municipality's Performance Management System is a mechanism to monitor, review and 
improve the implementation of its IDP and monitor progress made in achieving set goals as 
stipulated in the IDP, Effective service delivery relies on the IDP, effective utilisation of 
scarce resources and the PMS system. 

The IDP is developed in conjunction with the community and a realistic budget and is 
reviewed annually. The IDP will consider, inter alla:- 

• Existing conditions, problems and resources available for development 

• Economic and soda! development needs of the community 

• It sets a framework for land use, infrastructure and services. 

The Service Delivery and Budget implementation Plan is the tool used to align the budget to 
the IDP. The focus of the SDBIP is both Financial and non-flnancial measurable performance 
objectives in the form of service delivery targets. 

An organisation scorecard is developed after taking into consideration the aspects as 
indicated/highlighted In the IDP and SDBIP. This scorecard will be used to monitor the 
performance of the Municipality. 

The following highlights should be noted in the 2019/2020 draft MTREF:- 
REVENUE 

The following collection rates are anticipated for 2019/2020:- 

o Electricity income.minimum collection rate of 90% 

o Property rates income.minimum collection rate of 90% 

o Refuse income. minimum collection rate of 90% 

For further details kindly refer to Table SA 7 

FREE BASIC SERVICES 


The municipality has a responsibility to ensure that indigent households are provided with 
the basic municipal services, 

Indigent households receive 75 kwh of electricity each month, no charge to the consumer. 
Refuse for these low income areas are raised and credited from equitable share. Rates on 
properties below a certain value receive a 100% rebate. 
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• A subsidy for service charges 

Ail conditions stated in this policy must be met before a household may be registered as 
"indigent". Househoids are required to fomially apply for relief and must register each year 
for indigent support. The prescribed documentation Is available from KDM Offices. Annually 
the municipality runs a publicised indigent registration campaign to register all indigent 
households. 

4. Tariff Policy 

In terms of Section 74 of the Local Government Municipal Systems Act 2000, a municipal 
Council must adopt and implement a Tariff Policy. The Tariff Policy is the policy for levying 
fees; rates or taxes for the municipal services provided by KDM. Tariff calculations are based 
on the nature of the service provided and treat all users of municipal services equally, by 
ensuring that consumers pay in proportion to the amount of services consumed. 

This policy covers the Tariff Determination Process and also the Classification and Pricing 
Strategies of Services. It highlights the fact that all proposed tariffs are presented to the 
community of KwaDukuza during the Council's consultation process in respect of the MTREF. 
The aims of this policy are: 

• To promote local economic development' growth and competiveness 

• To cater for the indigent househoids whilst keeping rates affordable 

• To ensure financial sustainability of service delivery 

This Policy complies with the MSA. 


5. Cash Management & Investment Policy 

in terms of Section 13 (2) of the MFMA, a municipality must adopt a policy dealing with cash 
management and investments. The Investment & Cash Management Policy ensures that ali 
investments are made in an effective and efficient manner and generate the best return for 
the KDM. This policy ensures that all investments made take into account the preservation 
and safety of the principal and appropriate liquidity. 

6. Borrowings Policy 

The Borrowings Policy establishes a frameworkfor incurring debt. It must be noted, however, 
that KDM does not raise any short-term debt. The guidelines provided in this policy ensure 
that KDM adheres to all statutory requirements regarding long-term debt. This policy aims 
to obtain funds at the lowest possible interest rates, and with minimum risk. 
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an economical, effective and efficient manner throughout their life cycles, to achieve the 
maximum level of service. 

12. Long Term Financial Planning 

A policy has been developed on the Longterm finanda! planning of the Municipality to 
achieve KwaDukuza's 2030 vision. 

Council revie\ws all budget-related policies annually. These policies are in compliance with all 
relevant legislation. 

13. Infrastructure, Investments & Capital Projects Policy 

This policy deals with Investments in Infrastructure and Capital Projects to address the 
backlogs In service delivery as well as to promote economic growth in KwaDukuza. 




























OVERVIEW OF THE BUDGET ASSUMPTIONS 


TO 


In the compilation of the draft MTREF, the following influencing factors were taken into 
account: 

• Normal inflationary increases and economic pressures, especially 

o Higher fuel prices. 

o Consumer Price index inflations-impactingthe general tariff increases levelled by 
the municipality. 

o Higher unemployment rate - resulting In an increase in indigent households within 
the KwaDuku 2 a Jurisdiction. 

o Global Economicstatus-thushinderingthe consumer's ability to timeously settle 
debt. A conservative approach is used for projecting revenue. 

0 Electricity constraints. 

o The National Energy Regulator of South Africa (NERSA) approval of Eskom's 
application for a tariff hike. The Municipality is awaiting NERSA approval In terms 
of the electricity tariff increase, which has been considered as 7% in the 2019/20 
financial year. The electricitytarlff increase will be finalised upon NERSA approval. 

o Interest rates for borrowings and investment of funds. 

o Credit ratings outlook - lower Investment grade status. 

• Zero-based budgeting for 2018/2019 

o Zero-based budgeting is defined as a process where every Business Unit function 
is reviewed comprehensively and each expenditure must be approved, rather than 
increased. 

o It requires the budget request to be justified in complete detail by each business 
Unit rather than just increasing its expenditure from the previous year. 

o Each business Unit to justify the adjustment to salaries and related expenditure 
(leave, overtime, training, protective clothing etc.) based on departmental 
operations and workforce requirements. 

o Each business Unit to critically analyse fixed costs to determine any possible 
variances. 

o Each Business Unit tojustifythe movement in variable costs with reference to the 
improved service delivery. 

o Each Business Unit to consider the effects of variances in the operating budget 
(staff costs, fuel, security, etc.) as a result of increased capital expenditure. 

o The process of full analysis of underlying projects is currently underway and will 
be completed during the consultative process. 

• Property rates randage increase of 

o 6% in 2019/2020 financial year. 


Effect of ring-fencing of the Electricity Services 
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Free basic Services are funded by the equitable share and is recognised as Transfers and 
Grants. This is disclosed on Schedule SA 21. Only Cash transfers have been accounted for. 

Alignment with GRAP 

The adjusted MTREF is in line with the requirements of the GRAP standards. 
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OVERVIEW OF BUDGET FUNDING 

Section 18 (1) of the MFMA states that the annual budget may only be funded from the 
following:- 

• Realistically anticipated revenue to be collected 

• Cash backed accumulated funds from pre\dous years surplus funds not committed for 
other purposes, and 

• Borrowed funds, but only for the capital budgets 
TOTAL EXPENDITURE 


KDM's overall expenditure duringthe DRAFT MTREF Is estimated at: 


Description 

2019/2020 

2020/2021 

2021/2022 


! 



Total operating expenditure 

R 1,823,104,645 

1 

R 1,945,631,640 

R 2,059,754,822 

Total capital expenditure 

R 377,966,092 

R 260,212,496 

R 169,180,374 

Total 

R 2,210,070,737 

R 2,205,843,136 

8 2,228,934,196 


FUNDING SOURCES 

The funding model of the Draft MTREF 2020/2021 Is dependent on the following: 

• The anticipated amount of revenue from Property Rates in the budget year is 
R 492 Million 

• The anticipated amount of revenue from Service Charges in the budget year is 
R 933 Million. Service Charges consists of revenue streams from Electricity and 
Refuse Removal. 

TARIFF OF CHARGES 


TheTariff of Charges is proposed to be implemented on 01 July 2019. This document provides 
for major services, and lists minor and miscellaneous tariffs-including the hiring of municipal 
facilities and town planning. An intensive and rigorous tariff setting process is undertaken to 
ensure the compilation of a credible and realistic budget. 
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• INVESTMENTS 


KDM has funds held in bank deposits, including the depositing of grant funding into ring 
fenced call deposit accounts in order to improve management of grant funding. 

The cash and investments of KDM currentlyamounttoR 464,7 Million as at 28 February 2018. 
It should be noted that these funds are committed as conditional grants or operating funds, 
These funds also consist of monies set aside to settle long-term debt. If KDM does not meet 
its long-term debt requirements as and when they fall due, it will be liable for severe 
penalties. 

Below table is Indicative of the 2019/2020 investment forecast:- 
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Provincial Allocations: 

In terms of the Kwa-Zuiu Natal Provincial Gazette, the following will be allocated to KDM: 


PROVINCIAL TRANSFERS 

2019/2020 

_1 

2020/2021 

2021/2022 





Provinciallsation of Libraries 

5,279,000 

5,543,000 

5,848,000 

Museum Subsidies 

3,202,000 

5,214,000 

2,225,000 

Community Library Services Grant 

633,000 

678,000 

726,000 

Housing Accreditation 

6,232,000 

6,232,000 

6,232,000 
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EXPENDITURE ON ALLOCATIONS & GRANTS 

Grant funding and expenditure is covered in detail in Supporting Tables SA18, SA19 and 
SA20. 
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2.11.1. DETAILED OPERATING BUDGET 

2.11.2. DETAILED CAPITAL BUDGET 

2.11.3. TARIFF OF CHARGES 

2.11.4. BUSINESS UNIT CAPITAL SDBIPs 
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SUMMARY CAPITAL BUDGET 2018/2019 
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